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HASKINS & SELLS

September

The Tax Situation
O HASKINS INC HSATRI TL EUST E WhasA L Dannounced
a class in
Income and Profits T a x Accounting to be
given in the class-rooms of the Institute at
the Haskins & Sells Building, 37 West 39th
street, on Friday evenings, beginning
September 17, 1920, from 6 to 7.45 P.M.
This class is a part of the professional
section of the Institute's regular curriculum
but has been opened to the general public
owing to the widespread interest in taxation at this time. There is scarcely any
one who is not touched in some way by the
present scheme of taxation. A knowledge

of taxes has become so vital a part of preparation for business and the accountancy
profession that few young men who enter
these fields can afford to be uninformed on
the subject. A n y one who undertakes to
practice tax accounting must not only keep
abreast of the times but be constantly
watching the changing aspects and tendencies of the tax question.
Prior to the enactment of the Revenue
Act of October 3, 1917, the Federal income tax was not, owing to the low tax
rates, of vital importance to the financial
community. The provisions of previous

Bulletin

H A S K I N S & SELLS

laws and the Regulations issued by the
Treasury Department interpreting such
laws, were comparatively simple and no
great difficulty was encountered in preparing the returns. Advice in connection
with any involved question was obtained
by corporations from counsel. These points
arose principally in connection with estates.
The entire situation was radically changed
upon the enactment of the Revenue A c t of
1917, this A c t and the subsequent A c t of
1918 being looked upon by many as i m possible of interpretation and practical
application except by accountants, or
those with a knowledge of accounting, who
have specialized in this work. This is due
largely to the involved provisions relating
to the determination of net profits and i n vested capital.
Anticipating requests from clients and
the public in general for advice in connection with tax returns and the preparation
thereof, the firm, immediately after the
enactment of the 1917 A c t , organized an
Executive T a x Department. M r . George
M . Dallas was given charge of this department, the personnel of which comprises
accountants who had made and who have
continued to make a thorough study of
Federal, State, and foreign taxes. A
similar department has been organized at
each of our practice offices, under the supervision and direction of the Executive Tax
Department, the purpose being to render
competent assistance to our clients throughout the country in the solution of their tax
problems. The personnel of the tax organization at the practice offices has been
specially trained through tax courses and
correspondence conducted by the Executive T a x Department. Information bearing on taxes is collected from all sources by
the Executive Tax Department and distributed to our practice offices with advice
as to the use to be made of it. Difficult
questions are submitted by all practice
offices to this department for discussion
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and advice. This department maintains
constant contact with the officials of the
Bureau of Internal Revenue at Washington.
M r . George M . Dallas, head of our
Executive Tax Department, is quoted on
the subject of legislative tendencies as
follows: "It is not anticipated that any
new tax legislation will be enacted by
Congress to become effective prior to
January 1, 1921, hence Federal tax returns for the calendar year 1920 and for
fiscal years ending in the calendar year
1920, must be prepared in accordance with
the provisions of the Revenue A c t of 1918.
Thus it is essential that those responsible
for the preparation of Federal returns be
thoroughly familiar with this Revenue Act.
" M a n y severe criticisms have been made
of the Excess and War Profits sections of
the Revenue A c t of 1918. Such criticisms
are due primarily to the difficulty encountered in the preparation of the returns
owing to lack of comprehensive knowledge
of the practical application of the provisions of the Act, and the high percentage of
net profits enacted by the Federal Government. It must be conceded, however,
by those who have made a conscientious
study of the Act, that it is the most scientific piece of financial legislation ever enacted by Congress. Those taxpayers who
have endeavored to avoid full liability to
the government through one means or
another, appreciate more fully than anyone else how scientific the present law is.
M a n y of the inequities found in the Revenue A c t of October 3, 1917, have been
eliminated in the later A c t . The action,
if any, to be taken by the next Congress
cannot be predicted, but there has been
widespread discussion of a sales tax to replace the Excess Profits Tax section of the
existing law. In my opinion, the Income
Tax section of the existing law will, in any
case, be re-enacted substantially as it is
to-day, the tax rates probably being revised to meet the estimated revenue
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requirements, since the income tax has
We have pleasure in announcing the
proved to be the most effective method of appointment, effective September 1, 1920,
obtaining the greatest revenue not only of M r . N . K . Vincent as assistant manager
by this country but by foreign countries. of the Kansas C i t y office.
M a n y of our States have recognized this
fact and have enacted income tax laws
based on the Federal statute. It appears
certain that additional States will enact
similar laws within a short space of time.
The National Tax Association has rendered valuable services in its efforts to
standardize the State tax laws, the approach i n all cases being to the Federal
statute."
Regardless of any new tax legislation
which may be enacted, the Revenue Acts
of 1917 and 1918 are at the present time
of vital importance to the taxpayers. This
will be appreciated when it is known that
all of the 1917 returns have not yet been
investigated by the Treasury Department,
and that a special drive is being made by
the department to complete its investigation of these returns prior to M a r c h 1,
1921, after which time the statute of limitation applies. This results in deferring
the investigation of the 1918 and 1919
returns until a later date. It is one thing
to prepare a return. It is another matter
to prepare one which can be supported and
will pass the investigation of the field
auditors sent out by the Bureau of Internal
Revenue.
M u c h controversy has arisen between
taxpayers and the Internal Revenue B u reau because of exceptions taken by field
auditors to the treatment of items in returns. This has given rise to a need for
unbiased and highly specialized tax advice,
a service in which public accountants have
played a most important part. M u c h of
the tax practice previously executed by
lawyers has gradually passed over to
accountants.

